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Professional Certificate in Islamic Fintech

Islamic Finance Fundamentals

Islamic Finance Fundamentals cover a wide range of terms and vocabulary that are essential to
understanding the principles and practices of Islamic finance. In this course, the Professional Certificate in
Islamic Fintech, students will explore key concepts that underpin the Islamic financial system, including
Shariah-compliant banking, Islamic financial instruments, and the role of Islamic fintech in the modern
financial landscape.

One of the fundamental principles of Islamic finance is the prohibition of Riba, or interest. In Islamic finance,
money is not considered a commodity that can be traded for a profit. Instead, Islamic financial institutions
operate on the basis of profit-sharing and risk-sharing, where profits and losses are shared between the
institution and the customer. This principle is based on the Islamic belief that money should be used to
create value and benefit society, rather than simply being used to generate more money.

Another key concept in Islamic finance is the concept of Shariah compliance. Shariah compliance refers to
the adherence to Islamic principles and guidelines in all financial transactions. This includes avoiding
investments in businesses that are considered haram, or forbidden, such as those involved in alcohol,
gambling, or pork production. Islamic financial institutions are required to have a Shariah board, which is
responsible for ensuring that all financial products and services comply with Islamic law.

Islamic financial instruments are tools that are used by Islamic financial institutions to conduct transactions
in accordance with Shariah principles. One of the most common Islamic financial instruments is the
Mudarabah contract, which is a profit-sharing arrangement between an investor (Rab-ul-Maal) and a
manager (Mudarib). In a Mudarabah contract, the investor provides capital to the manager, who then
invests the funds in a business venture. Profits are shared between the investor and the manager according
to a pre-agreed ratio, while losses are borne solely by the investor.

Another important Islamic financial instrument is the Musharakah contract, which is a partnership
agreement between two or more parties who contribute capital to a business venture. In a Musharakah
contract, profits and losses are shared between the partners in proportion to their capital contribution. This
type of partnership encourages risk-sharing and fosters a sense of shared responsibility among the
partners.

Islamic fintech refers to the application of technology to facilitate Islamic finance transactions and services.
Islamic fintech companies are leveraging technology to create innovative solutions that cater to the specific
needs of Islamic finance customers. For example, Islamic fintech companies are developing digital platforms
for Islamic banking services, such as mobile banking apps that offer Shariah-compliant products and
services.

One of the key challenges facing Islamic fintech is the need to ensure that digital platforms and services
comply with Shariah principles. Islamic fintech companies must work closely with Shariah scholars to ensure
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that their products and services are in line with Islamic law. This requires a deep understanding of Islamic
finance principles and the ability to translate these principles into practical solutions that meet the needs of
customers.

Overall, understanding the key terms and vocabulary of Islamic finance fundamentals is essential for anyone
looking to work in the field of Islamic fintech. By mastering these concepts, students will be well-equipped
to navigate the complexities of the Islamic financial system and contribute to the development of innovative
solutions that meet the needs of Islamic finance customers.
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